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Dividends and manner and time of payment thereof
205.	Dividend to be paid only out of profits.—No dividend   shall
be declared or paid except out of the profits of the company or out
of moneys provided by the Central or a State Government for the
payment of the dividend in pursuance of a guarantee given by such
Government
Explanation.—Nothing in this section shall be deemed to affect
in any manner the operation of section 208.
206.	Dividend not to be paid except to registered   shareholders
or to their order or to their bankers.—(1) No dividend shall be paid
by a company in respect of any share therein, except—
 (a)	to the registered holder of such share or to his order
or to his bankers; or
 (b)	in case a share warrant has been issued in respect of
the share in pursuance of section 114, to the   bearer   of   such
warrant or to his bankers.
(2) Nothing contained in sub-section (1) shall be deemed to
require the bankers of a registered shareholder to make a separate
application to the company for the payment of the dividend.
207.	Penalty   for failure   to   distribute dividends within three
months.—Where a dividend has been declared by a company but
has not been paid, or the warrant in respect thereof has not been
posted, within three months from the date of the declaration, to any
shareholder entitled to the payment of the dividend, every director
of the company; its managing agent or secretaries and treasurers;
and where the managing agent is a   firm or body   corporate, every
partner in the firm and every director of the   body corporate; and
where the secretaries and treasurers are a firm, every partner in the
firm and where they are a body corporate, every director thereof;
shall, if he is knowingly a party to the default, be punishable with
simple imprisonment for a term which may extend to seven days
and shall also be liable to fine:
Provided that no offence shall be deemed to have been committed
within the meaning of the foregoing provision in the following cases,
namely: —
 (a)	where the dividend could not be paid by reason of the
operation of any law;
 (b)	where a shareholder has given directions to the com-
pany regarding the payment of the dividend and those directions
cannot be complied with;
 (c)	where there is a dispute regarding the right to receive
the dividend;

 (d)	where the dividend has been lawfully adjusted by the
company against any sum due to it from the shareholder; or
 (e)	where, for any other reason, the failure to pay the divi-
dend or to post the warrant within the period aforesaid was not
due to any default on the part of the company.

